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SUBJECT:  Gasoline Tax.

FIRST AUTHOR: Rep. Espich BILL STATUS: As Introduced
FIRST SPONSOR:  

FUNDS AFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED

FEDERAL

Summary of Legislation: This bill: (1) changes the $0.18 per gallon Gasoline Tax into a cents per mile tax
of $0.0123 using a formula indexed for fuel efficiency and inflation; (2) provides for the conversion of the cents
per mile tax to a per gallon rate; (3) caps the initial gasoline tax increase at $0.03 per gallon; (4) provides that
the amount of the Gasoline Tax may not be reduced from the amount computed in the previous year; and (5)
dedicates the increased Gasoline Tax collections in equal amounts to the State Highway Road Construction
and Improvement Fund (SHRCIF), State Highway Fund (SHF), and the Auditor of State for distribution to
counties, cities, and towns.

Effective Date:  July 1, 2005; January 1, 2006.

Explanation of State Expenditures: For the Department of State Revenue, there will be mailing and computer
programming expenses associated with this proposal. Whenever there is a Gasoline Tax rate change, the
Department notifies sellers and distributors of the rate change. It is expected that the expenditures will amount
to approximately $18,400. The fund affected is the Motor Vehicle Highway Account (MVHA).

Explanation of State Revenues:  Summary: This bill changes the method by which the Gasoline Tax is
determined. The new mechanism provides for a tax rate based on cents per mile with an annual conversion to
a per gallon rate based on the annual motor vehicle miles driven in Indiana and the annual taxable gallons of
fuel. By the specifications in the bill, this results in increased revenues from the Gas Tax. The new rates, to
be established annually, are estimated at 20.9 cents in CY 2006 and 2007, 21.1 cents in CY 2008, 21.3 cents
in CY 2009, and 21.5 cents in CY 2010. 

Below are tables which show the basic calculations for arriving at the new Gas Tax rates.  Table 1 shows the
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basic components of the newly designed formula, along with a brief explanation of the components.
TABLE 1. Calculation of Gasoline Tax Rate per Gallon.

Calendar Years
2006 2007 2008 2009 2010 2011

VMT 72,523 
Gallons 4,386 
AMPG 16.54 16.68 16.82 16.96 17.10 17.25 

Cents/mile 1.23 1.23 1.23 1.23 1.23 1.23 
Cents/mile x AMPG 20.3 20.5 20.7 20.9 21.0 21.2 

CPI  2 Year Previous 184.000 188.784 192.5597 196.796 201.1255 205.5503
CPI Previous Year 188.784 192.5597 196.796 201.1255 205.5503 210.0724
CPI change  base year 2.6% 2.0% 2.2% 2.2% 2.2% 2.2%
Cents/mile, CPI adjusted 20.87 20.92 21.14 21.32 21.50 21.68 
Rate Cap 21.0

Tax Rate 20.9 20.9 21.1 21.3 21.5 21.7

Sources and Assumptions.

VMT:  Vehicle miles traveled, Federal Highway Administration, 2002. This is Step One in the new
formula. The VMT are required for the calendar year immediately preceding the calendar year in
which the new per gallon conversion rate must be published.

Gallons:  Implied gallons of gasoline and special fuel, from Indiana tax collections, Indiana DOR 
The certified taxable gallons for the calendar year immediately preceding the calendar year in
which the new per gallon conversion rate is to be published by the DOR. This is Part Two of Step
One in the newly designed formula. 

AMPG:  Average miles per gallon (VMT divided by Gallons).  Assumed to rise 0.85%/year, the
average annual increase from 1995 to 2000. Step Two of the formula is the AMPG x the cents per
mile imposed in the proposal ($0.0123).

Cents/mile: Established by proposal.

CPI:  Consumer Price Index, Bureau of Labor Statistics. Inflation rate assumed to be 2.5%/year
after 2004, Congressional Budget Office projections. Percentages are previous year relative to 2002.

Table 2 shows the baseline tax rate, gallons sold, the revenue in millions of dollars, and the revenue per penny
in millions of dollars. In addition, the table shows the new tax rate, the gallons sold, the new revenue and the
total revenue per penny in millions of dollars, and the difference.
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TABLE 2. Gasoline Tax:  Projected Gallonage and Revenue Impact of Tax Rate Change.
Actual Projected
2004 2005 2006 2007 2008 2009 2010

Baseline
Tax Rate (cents/gallon)       18.0 18.0       18.0        18.0 18.0       18.0      18.0 
Gallons (millions)   3,199.3    3,282.1  3,310.5   3,391.7    3,450.3  3,533.0  3,606.9 
Revenue ($ M)     575.9       590.8     595.9      610.5       621.0     635.9     649.2 
Rev/penny ($ M)       32.0 32.8       33.1        33.9 34.5       35.3      36.1 

Alternate
Tax Rate (cents/gallon)       18.0 18.0  20.9        20.9 21.1       21.3      21.5 
Gallons (millions)   3,199.3    3,282.1  3,306.9   3,388.1    3,444.8  3,527.1  3,599.9 
Revenue ($ M)     575.9       590.8     691.1      708.1       726.8     751.3     774.0 

Rev/penny ($ M)       32.0 32.8       33.1        33.9 34.4       35.3      36.0 

Difference
Tax Rate (cents/gallon)            -          2.9         2.9          3.1        3.3        3.5 
Gallons (millions)            -        

(3.6)
       (3.6)         (5.5)       (5.9)       (7.0)

Revenue ($ M)            -         95.3        97.6       105.8     115.3     124.7 

Additional Rev/penny ($ M)            -        
(0.0)

       (0.0)         (0.1)       (0.1)       (0.1)

Table 3 shows the distribution of the estimated new revenue, based on the distribution methodology as outlined
in the bill. The proposal provides for the distribution through the MVHA (Special Distribution) of excess
revenues to the Department of Transportation (INDOT) and local units. In CY 2006 and CY 2007, there are
no excess revenues to be distributed, hence the negative amount. The reason for this is that the formula is
generating less than three additional cents (i.e.,  2.9 cents in CY 2006 and CY 2007). 
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TABLE 3. Distributions of Revenue ($ M).
Revenue Generated by Calendar Year.

CY 2006 2007 2008 2009 2010
SHF* 32.72 33.52 34.72 36.22 37.64

SHCRIF** 32.53 33.32 34.83 36.67 38.43
MVHA*** 32.72 33.52 34.72 36.22 37.64

Under 801.5(d)
40% INDOT (1.08) (1.11) 0.61 2.49 4.41
60% Locals (1.62) (1.66) 0.91 3.74 6.61

Revenue Distributed.
FY 2006 2007 2008 2009 2010
SHF * 16.36 33.12 34.12 35.47 36.93

SHCRIF ** 16.26 32.92 34.08 35.75 37.55
40% INDOT (0.54) (1.09) (0.25) 1.55 3.45

Under 801.5(d)

CY 2006 2007 2008 2009 2010
MVHA *** 32.72 33.52 34.72 36.22 37.64

60% LOCALS (1.62) (1.66) 0.91 3.74 6.61
*State Highway Fund
**State Highway Construction Road Improvement Fund
***Motor Vehicle Highway Account

Additional Information is available from the Office of Fiscal and Management Analysis.

Explanation of Local Expenditures:  

Explanation of Local Revenues: See Explanation of State Revenues.

State Agencies Affected: Department of Revenue; Department of Transportation; Auditor of State; Bureau
of Motor Vehicles; State Police. 

Local Agencies Affected: Recipients of Motor Vehicle Highway Account distributions. 

Information Sources: Larry DeBoer, LSA, 317-232-9844; Linda Dollens, Deputy Administrator, Claims
Processing, Department of Revenue, 317-615-2501.

Fiscal Analyst:  James Sperlik,  317-232-9866.


